
































Scheme Appraisal and OBC Analysis
Scope and approach
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In this context, an altemative Planned Growth scenario to the Central Case was also developed to better
reflect the potential relationship between the scheme and developing LDFs. This assumes the provision of a
further new station at Newton Longville serving a major proposed development nearby. In this Scenario a
notional level of 3™ Party contributions towards the cost of EWR has also been assumed to have been
secured along the route. The Planned Growth scenario offers an alternative basis for appraisal that better
reflects the aims and objectives of the planning authorities for EWR and land-use development along the
corridor it is to serve.

The ultimate business case assessment that will be developed through to programme entry in the autumn
will reflect a potential range of 3° Party contributions further informed by discussions with the relevant
planning authorities.

Exclusions from the economic cost benefit analysis presented

The scope of the cost benefit analysis and calculation of economic Benefit to Cost Ratios (BCRs) has been
constrained to only including those costs and benefits which can be quantified and monetised with a high
degree of confidéence. The BCRs presented have been limited to including local and regional transport user
benefits with respect to journey time reductions, and associated environmental impacts, such as emissions
and reductions in accidents, as a consequence of transfers in journeys from car 1o rail.

Two key areas of petential additional benefit have been excluded from the BCR calculations. The first is
potential benefits associated with nafional passenger or freight services using the EWR infrastructure. At
present it is not possible to specify with any confidence what services might use the infrastructure theugh
some analysis has been undertaken to indicate the potential for benefits in this respect for Cross Country
services, by way of example.

The second area is that of wider impacts of EWR with respect to improving local and regional gross domestic
product (GDP) through improvements in labour market connectivity and preductivity, and potential
development and property value uplifts. At present, these havé not been assessed in detail or quantified in a
sufficiently rigorous manner to be included in the caleulation of BCRs.

The exclusion of these potential benefits suggests that the BCRs currently présented in the OBC are under-
valuing the overall economic case for EWR.
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Appraisal and Business Case analysis results

Summary

Table NTS.3 below presents a summary of the appraisal and business case analysis of the Core and
Preferred schemes

Table NTS.3 ~ Summary of Cenfral Case Appraisal and Business Case Analysis

B =1 o

Capital Cost (@ 2010 prices)

Indicative Level of Outturn Funding Required £200m-£250m £240m-£300m
(assumed to be in years 2015-2017)

Net Annual Operating Cost (@ 2010 prices) £11.6m £17.8m
Additional rail demand (2021 annual forecast) 1.78m 2.58m
Cartrips removed (2021 annual forecast) 1.02m 1.47m
All monetised economic benefits (2002 prices PV* - £508m £682m
discounted over 60 year operating period”)

Net Rail Rev Impact — revenue minus operating costs £32m £51m
(2002 prices PV* — discounted over 60 year operating

period*)

BCR* (*cost to Government — assumes schemes are 4.94 6.30
100% Government funded)

Strategic Fit — against National, Regional and Local v v
Policies

Meeting specified objectives that address identified v VvV
challenges

Meeting funding criteria A A
Dependency risk (score) - rellance on other projects &) 19
Technical feasibility established — design confidence Yes Mostly
Operational feasibility risk — confidence on delivery ot Limited Significant
specified timetable and interfaces with other services

Stakeholder support - reflecting Stakeholder VN Wavavs
engagement

* PV = Present Value; is the result of an accounting method that sums financial cashflows over an agreed future year period,
having discounted them to reflect their value in a present year. This allows cashfiows in the future to be compared like for
like. [nline with DT guidance, for EWR the agreed period is 60 years of operation and the present year used Is 2002.

From Table NTS.3 it is clear that the Core and Preferred schemes deliver very strong appraisal and overall
business case performance. Both schemes generate very attractive BCRs in excess of 4:1. Thisis
exceptional for rail schemes and significantly exceeds the DIT's current "good” value for money BCR
threshold of 2:1. In addition, this is with the exclusion of potentially sizable national rail passenger and
freight service benefits and wider economic benefits. It is also assuming the "worst case” agsumption of the
scheme being 100% public sector funded. Neither the Core nor Preferred EWR schemes are anticipated to
generate any major adverse environmental impacts that might counter-balance the economic benefits.

Equalfy encauraging is that the scheme is forecast to have a positive impact on net rail industry revenue
overall; revenues minus operating costs for all train operators. EWR is foracast to generate in excess of
£30m {present value in 2002 prices) for the Core and £50m for the Preferrad scheme over a 60-year
operating period. This is an important consideration with respect to securing DfT funding for rail schemes
and also indicates thal there may be a possibility of securing a revenue-based confribution towards the
capital cost of the project.



The EWR Core and Preferred schemes demonstrate excellent strategic policy fit and meet the specified
objectives for intervention aimed at addressing key challenges. This reflects the improvements in public
transport connectivity between key locations that the schemes establish and the increase in rail demand and
revenue and the associated transfer of journeys from car to rail that they are forecast to generate.

A review of funding sources has been undertaken and suggests that EWR has the potential to meet the
funding criteria and consequently demonstrate value and secure contributions from a number of sources.
This reflects the breadth of and scale of benefits the scheme is forecast to deliver. At this point in time
however a firm view on a potential funding package has yet to be formulated.

Based on the capital cost estimates and adopting a range of possible inflation rates, the outturn funding
requirement is currently viewed as ranging from £200M to £250M for the Core scheme and £240M to £300M
for the Preferred Scheme, with funding assumed to be required to support spend in years 2013/14-2016/17.
Whether this level of funding is deemed “affordable” is yet to be established and will be subject to the funding
model to be adopted and the evolving picture with respect to public finances and investment priorities.

An assessment of deliverability of the appraised EWR schemmes highlights the challenges that the Preferred
scheme in particular poses given its higher cost (reduced affordability), lower level of design and operational
development, and the high level of dependency risk reflecting its reliance on the completion of other rail
proposals still at the planning stage in some cases. These deliverability risks could be significantly mitigated
if the scheme is viewed as a potential follow-on EWR phase, building on prior implementation of the Core
scheme.,

An indicative high level ferward programme and stage gate schedule has been prepared and this suggests
that delivery of EWR for operation of serviees in 2017 is possible. However, the programme highlights that it
is critical that a commitment to EWR in DIT Rail's forward investment programme is secured in the first
instance.

An initial consideration of EWR delivery models suggests that a number of routes could be adepted and
should bé the subject of detailed assessment. Replicating the approach being adopted for Evergreen 3
could be considered given the emergence of the Core and Preferred schemes, which are undérpinned by
delivery of benefits associated with effective integration with Chiltern Railways operations and services.

Scenario and sensitivity tests

Under the Plannhed Growth scenario described previgusly, the case for EWR might be expected to improve
from that presented in the Central Case, as a consequence of an element of 3" Party funding being secured.
Numerous sensitivity tests around the Central Case appraisal of both the Gore and Preferred schemes have
also been carried out. These explore the sensitivity and rebustness of the econemic case in a number of
respects including lower growth assumptions, competition from bus services in the EWR corridor, and
increases in scheme cost. These demonstrate that the Core and Preferred EWR schemes continue to
prasent good economic value for money even when adopting adverse and pessimistic assumptions.

Assessment of alternafives ~ the Next Best scheme

As stated previously, the Core and Preferred schemes were identified through a detailed option assessment
exercise. In addition, a Next Best scheme was also identified at that stage as the appropriate alternative to
consider as part of the detailed OBC appraisal process.

The Next Best scheme largely replicates the Core scheme, but with the service from Milton Keynes
terminafing at Aylesbury rather than continuing on to High Wycombe and London. This option avoids any
operalicnal integration with Chiltern Railways and therefore introduces less dependency risk. However, it
does as a consequence involve a higher capital cost reflecting the need for turn-back facilities at Aylesbury
otherwise nof required. It also fails to provide the direct rail travel epportunities south of Aylesbury afforded
by the Care scheme. The estimated capital costs is £191M and the estimated operaiing annual net
operating costs is £8.7M (2010 prices).

The Next Besf scheme is forecast to generate lower demand, revenue and benefits when compared to the
Core scheme. Nevertheless, the scheme still offers positive net rail revenue and a good BCR exceeding 3:1.
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Examining the scheme's overall performance in meeting DaSTS goals, it is very similar to the Core scheme
reflecting the largely common alignment, infrastructure and service provision. Areas of difference reflect the
scheme’s lower demand, revenue and economic benefit performance noted previously. When assessed
against policy and strategy and the rail intervention ebjectives, it is clear that the Next Best scheme does not
perform as well as the Core scheme, and is not an aitractive alternative overall, although it is a potentially
viable and deliverable scheme.

Next Steps

In order to progress EWR, and in particular address requirements to secure the necessary Government
commitment to make delivery of the scheme possible, a number of tasks need 1o be progressed:

Respond to DfT/stakeholder responses and requests for further analysis

Design development - establish the performance and cost implications of minimising single track
operation of the scheme

Address a number of key areas to secure “Programme Entry”

= Strategic Case = update to reflect any revisions to fransport policy and goals, and planned
grewth and develepment following abolition of Regional Spatial Strategies

*  Value for Money Case = update forecasting and appraisal as necessary to reflect revised
views on growth / development, more detailed design, operational and timetable analysis and
any associated cost and benefit implications

= Finangial and Funding Case

= Undertake a detailed quantified risk analysis and update cost estimates and estimates
of outturn funding requirements accordingly

s Establish a likely funding mode! supported by the key stakeholders, including
establishing the current potential for 3" Party and local contributions

= Delivery Case

» Establish the preferred management and delivery model far the scheme and develop
an initial detailed project plan to scheme delivery

» Identify the preferred statutory powers and planning process to be pursued with
respect to EWR

»  Commercial Case — establish a preferred procurement and contractual model for the scheme
= Secure a view on public support for the scheme
Ongoing lobbying / maximising stakeholder and political support

[t is anticipated that completing these tasks will facililate delivery of a comprehensive “Programme Enfry”
submission to Government later this year.
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